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INFORMATION PAPER 
Subject: ^involvement in Defense Industry and Views on Defense 

1. Purpose : To provide the Chairman, Joint Chiefs of ***** „t*.u 
information to support the visit of chinesepS cfnerai ^"ui^ 

2. Kev Point-.* 

'ir.^t de f isi ? n *° convert much of China's huge defense 

SSrSntral^ommitLrp^^ 8 ^* t0 «» th!rd slsstln of the 
ZZ l5 5 al Comnitt «e Plenum in 1978, Momentum develoned in 

ss^^ , a^- th - r boosted by Den * ^-pin g - 6 d aictrto in 

^STSSS ^ir^on^rtne^niaerr^l^L 
the State council, and the Cent«! MiUtary Co^i^ton Tn^' 

convSSn 2 Si!cLr a ?r ible *" ~~<^in g -^implemen^ 

- The State Commission for Science, Technology, and 
Industry for National Defense (COSTIND) 

- The State Planning Commission (SPC) 

- The State Science and Technology Commission (SSTC) 

- The High-Technology Plan Coordination Group. 

•„^"f e defense conversion is usually presented as having 
four ma] or components: y 

- transfer of military technology to civilian uses 

- shift of military RDT+E and production capabilities to 
civilian projects unities to 

- turning idle military facilities such as airfields 
harbors, and docks over to civilian use ' 

- settlement of demobilized military personnel. 

^^^h^ 6 Ch !" es <* ? al1 defense conversion might be better 
termed "diversification." There appears to be a requirement to 
rarely'Ssed' 91 militar V production capabilities ( ™ 

Vonversion!" 65 ^ ° rganizations are * »*jor derivative of 
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-^ The stated goa* ^^ 
civilian goods by 19 gy 
percent in 1993. 



19 9 <i * * • 8 . Dm-r.^«*.^ ~ 1 ^" ^^^*3lH&.tI^^ 



• In 1993, 30-40 percent of tu n ' t^^^mas^samm 
making a profit, 30 percont w^! S° nvorte<1 «ac€S?^^?g| 
were losing money. nt Were leaking even^i^^ _ 

• The fastest growing potential «™>- V^^i^^^-^^f 
PLA profits on Tts civi^aTgool^^ 

could equal or surpass the public defensT^ulgk . *** profit « 

• The Chinese are extremely interested in converting a * 
industries to civilian use esneciaiiv «tr™ i ng defense 
major drains on the economy. S£5 are SSSnSS J* Ve be ? ome 
foreign capital in the for£ of^antsT Si^t^S^*" 
joint ventures. Acquisition of technology in a?IfoS is fl f 
foremost importance. Ionas 1S of 
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